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The Crisis In the Steel Industry 


Whether or not the threatened strike of the United Steelworkers comes off, the controversy has criti- 
cal aspects and the report of the Fact-Finding Board is a document of exceptional importance. 


To make up one’s mind independently about anything 
so complicated as the labor situation in the steel indus- 
try is beyond the average citizen’s capacity and resources. 
This is why fact-finding boards have come into existence. 


They are one of the devices by which democracy seeks 


to solve the much discussed problem of “how to use the 
expert.” 

In the present instance, contention arose over the 
function of the three-man board. Should it or should it 
not make recommendations?» The Taft-Hartley type of 
board does not. The one set up in this case was author- 
ized to do so. Many persons have attributed the Presi- 
dent’s action in that respect to a desire to avoid using 
Taft-Hartley machinery because of his opposition to the 
law. On the other hand, he is said to have been actuated 
by the need for speed. However this may be, his course 
was obviously a compromise between two theoretical 
alternatives: compulsory arbitration, for which there was 
no legal sanction, and mere fact finding, which the man- 
agement of the industry preferred. 

The whole trend of thought and experience in American 
industry is against compulsory arbitration. The theory 
of government-authorized fact finding is, of course, that 
the results will tip the scale of public sympathy and 
support and supply a kind of pressure that is consistent 
with uncoerced action by parties to the controversy. Ex- 
perience thus far with the expedient of fact finding is not 
conclusive. One obviously important condition of suc- 
cess is careful attention to the findings by people who 
lack any other basis of judgment. 


What the Board Found 


We now take up the Board’s report under the main 
headings. 
Wages 

In rejecting the union’s demand for a wage increase 
the Board registered these significant findings: 

1. “On balance the steelworkers are not suffering from 
a wage-rate inequity in terms of their relations to the 
workers of other industries.” 

2. As to productivity, “the union has not satisfied the 
Board that steelworkers do not share equitably in the 
increased productivity of the industry.” Also the union 
“has not succeeded in proving its contention that produc- 
tivity has risen by 49.5 per cent since 1939.” 


3. As to productivity as a criterion, “wage rates in a 
particular industry should not be tied directly to produc- 
tivity in that industry but rather should be related to the 
general industrial rise in productivity, and . . . excesses 
of productivity in any one industry over the general aver- 
age should provide primarily the means of reducing the 
prices of the products of that industry.” And as to meas- 
uring productivity : 

“Trustworthy productivity studies can be made only 
if the companies provide full and accurate data upon 
which such studies can be made. Such data were not 
offered in evidence.” 

4. As to profits the Board found: 

“In 1948 profits after taxes were 511.9 million dollars 
as compared with an average of 271.3 million dollars in 
the period 1940-41, a rise of 89 per cent; and in the first 
half of 1949 the annual rate of profit was 606.6 million 
dollars, or 124 per cent above the 1940-41 average.” But 
the report says also: 

“In evaluating the amount of profits in any given year, 
like 1948 or 1949, to determine whether the workers have 
received a fair share thereof, it is necessary also to con- 
sider the low level of profits or lack of profits in other 
years of the business cycle. The prosperity of a volatile 
industry like steel and its ability to pay should be judged 
over a longer range. ... 

“When years of similar operation rates are compared, 
there is no substantiation of the union’s claim that labor 
has been receiving a continually smaller share, or that 
ownership equity has been receiving an_ increasingly 
larger share of the industry’s sales dollar. If the share of 
ownership be defined in terms of dividends, its rate of 
return becomes very low, for the total dollar amounts of 
dividends, when paid, have consistently been only minor 
fractions of profits after taxes. 

“The industry’s recent policy of modernizing and ex- 
panding physical plant and facilities has absorbed most 
of its recent substantial profits. Given the country’s 
peacetime and possible wartime needs for larger steel- 
making capacity, the program seems entirely desirable. 
But there is a question as to whether a larger part of the 
financing of such long-term assets should not have been 
through long-term debt instead of recent profits, thus 
leaving more of the current profits for dividends to stock- 
holders and for social insurance and for setting up re- 
serves for pensions.” 
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Also, the Board expresses the fear that “a wage-rate 
increase in steel would be urged as a pattern to he fol- 
lowed in other industries; this in turn might well cause 
price dislocations, with adverse effects on the general 
economy and on the steel industry itself.” 


Social Insurance and Pensions 


The subject of pensions the Board found to be “bar- 
gainable under the law” even though not “under the 
terms of the reopening clause” of the contract. The gov- 
erning principle is stated thus: “Social insurance and 
pensions should be considered a part of normal business 
costs to take care of temporary and permanent deprecia- 
tion in the human ‘machine,’ in much the same way as 
provision is made for depreciation and insurance of plant 
and machinery. This obligation should be among the 
first charges on revenues. . . 

“Government (except in four states) has failed to 
provide social insurance .. . for industrial workers gen- 
erally, and has supplied old-age retirement benefits in 
amounts which are not adequate to provide an American 
minimum standard of living.” 

The report recommends “as fair and equitable under 
ail the circumstances that a social insurance plan be incor- 
porated into the collective-bargaining agreements of the 
industry. The details and specific benefits of the plans 
should be determined through collective bargaining be- 
tween each company and the union. The plans should 
be paid for by the employers without contribution by the 
employes ; but should be limited in net cost to a minimum 
of about $80 per year per employe, or + cents per hour, on 
a basis of a 2,000-hour work-year.” (The union had 
specified a cost of 6.27 cents per hour.) Further: 

“Pensions should be limited in net cost to a maximum 
of about $120 per employe per year, or 6 cents per hour 
on a basis of a 2,000-hour work-year. Pased on the 
union’s cost estimates, this will provide, when added to 
average social security old-age benefits, about $100 per 
month on retirement at age 65 of the average employe.” 
(The union had specified 11.23 cents per hour as the 
cost. ) 

However, because “the problems involved in a pension 
program are more complicated than those faced in social 
insurance programs, and because the costs are greater 
and the program less susceptible to change from year to 
year, it is recommended that a joint study in the industry 
should be made on pensions. Such a study is necessary 
before intelligent bargaining over a pension program can 
be concluded.” 

Further, in view of subsequent controversy over the 
basis of bargaining, it should be noted that the Board, 
although finding these recommendations applicable to the 
19 leading steel companies involved, added: “In spite of 
this presumption, there should be a return to collective 
bargaining in order to provide an opportunity to each 
company to prove that the considerations, conclusions and 
recommendations herein discussed are in fact not applica- 
ble to it.” 


Collective Bargaining 


The general observations on collective bargaining with 
which the summary concludes are significant : 


1. In collective bargaining in the basic steel industry, 
the practice has developed by which almost the entire in- 
dustry generally follows the pattern set by the United 
States Steel Corporation and perhaps a few of the other 
large companies in their contracts with the union. 


“2. As a result, there is frequently little or no serious 
bargaining or discussion between most of the individual 
employers and the union. 


“3. This practice is clearly a variation from the ac- 
cepted concept of collective bargaining as defined in the 
statutes and interpretations ; it tends to promote a feeling 
of dissatisfaction and disharmony between the parties 
which makes cooperation difficult. 


“4. Now that the organizational phase of union activi- 
ties has been passed, the field ought to be reexamined to 
see whether the public interest requires any modification 
in the definition and theories of collective bargaining in 
accordance with the new situation faced, not only in the 
steel industry but in other industries where varying kinds 
of industry-wide rather than individual collective bargain- 
ing have grown up.” 


Reactions from Labor and Management 


Although the first response to the report indicated that 
it might avoid a strike, trouble began when Philip 
Murray and the operators exchanged views as to the basis 
on which collective bargaining should be resumed. Mr. 
Murray wired Mr. Fairless, president of the United States 
Steel Corporation, that the union had “accepted the 
Board’s recommendations as a basis on which to conclude 
a settlement of the dispute.” 

Mr. Fairless replied that the Corporation had accepted 
the President's proposal to set up a board on the “express 
assurance” given by the President “that the recommenda- 
tions of the Board would not be binding upon either 
party.” This, Mr. Fairless said, was understood to mean 
“that there would be no moral or legal obligation upon 
us to accept any recommendation which the Board might 
make.” 

A formal statement by the Corporation declared that 
it was “willing to resume collective bargaining negotia- 
tions and to join with the union in a joint study of pen- 
sions, such study to be concluded by March 1, 1950, if 
possible, so that there may then be intelligent bargaining 
over a pension program.” The statement said further: 
“The vital recommendation in the report, about which too 
little has been said to date, is not the social desirability 
of proper programs of insurance and pensions. which de- 
sirability United States Steel has recognized for a long 
time, but rather that the future immense cost of such 
programs of social security should be borne entirely by 
employers.” The statement called the non-contributory 
principle “a revolutionary doctrine of far-reaching and 
serious consequences to the whole nation.” It warned 
that the public should recognize acceptance of a non- 
contributory welfare program would mean that “‘a na- 
tional pattern for a non-contributory system of social 
insurance and pensions will have been set for all time and 
for all industry in this country.” 


Emergent Issues 


It is obvious that the report has raised fundamental 
issues which many did not see at the outset. 

1. On the face of it, Mr. Murray’s contention that 
bargaining should begin with acceptance of the Board's 
findings is a strained interpretation of the obligation to 
bargain. Possibly industry needs a definition of the 
words “basis” and “framework” in connection with col- 
lective bargaining. What does it mean to accept a propo- 
sition as a basis of bargaining? It seems clear that the 
Board intended its recommendations to be considered on 
their merits at the bargaining table. 
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In any case the union seems at the moment to be for- 
feiting some of the advantage which the report itself gave 
it by insisting that what the industry regards as the most 
crucial recommendation be accepted in advance. David 
Lawrence in his syndicated column on September 21 
says that Mr, Murray has even “proved the case for the 
employer groups—that words do not mean what they 
say when some union leaders seek to achieve an advan- 
tage at the expense of the public.” The reference is to 
the management’s expressed fear that any recommenda- 
tions made by the Board, even though strictly not bind- 
ing, would be treated as if obligatory. 

Manifestly, some careful thinking is needed at this 
point. The recommendations of the Fact-Finding Board, 
which have no compulsive force, leave both sides con- 
structively free. The union may plausibly claim that it 
is as free as before the Board reported to stand firmly 
upon any of its demands, and strike to enforce them, just 
as the employers are free to resist any demand and incur 
the hazard of a strike. Since the Taft-Hartley Act was 
not invoked both parties had this liberty before the Fact- 
Finding Board was appointed and its appointment does 
not change the situation. Such advantage as may accrue 
to the union through its seizing upon the recommendations 
does not consist in giving those recommendations coercive 
force, since no one can do that. It consists rather in 
capitalizing for labor’s own ends the prestige of the 
Board. This being the case, the question arises whether 
the seeking of such advantage is not inherent in the whole 
procedure, and whether employers would not have felt 
fully justified in doing the same thing if the shoe were 
on the other foot. The Board itself warned against 
making fact finding a substitute for bargaining. 

A legal point does arise, however, if the union’s ulti- 
matum is interpreted as a refusal to bargain. The Taft- 
Hartley Act compels labor as well as management to 
bargain collectively. 


2. A less talked-about point is the implication of the 
report concerning industry-wide bargaining. This has 
become an important issue in recent years with the rapid 
growth of unionism. The Board suggests that Congress 
may need to redefine collective bargaining. The conclud- 
ing paragraph of its summary, quoted above, points to 
the need of inquiring “whether the public interest requires 
any modification in the definition and theories of collec- 
tive bargaining in accordance with the new situation 
faced, not only in the steel industry but in other industries 
where varying kinds of industry-wide rather than indi- 
vidual collective bargaining have grown up.” (Italics 
ours. ) 


Taken together with the above recommendation that 
each company should have an opportunity to present its 
case as to the feasibility of the Board’s recommendations, 
this has momentous implications. Life magazine (Sep- 
tember 26) paraphrases it all into: “The whole process 
must be bargained out company by company.” The New 
York Herald Tribune (Septernber 20) said editorially 
that careful reading of the report makes it clear that the 
Board “insists that bargaining, if it is to be meaningful, 
he effected on a plant-by-plant basis.” 

The consequence for labor unionism of this interpreta- 
tion, should it be the beginning of a new trend, can hardly 
be over-emphasized. That the management of industry 
will sooner or later find useful ammunition here is indi- 
cated by vigorous representations made by management 
spokesmen to the Board. For example, Enders M. Voor- 
hees, chairman of the Finance Committee of U. S. Steel, 
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said: “Will this Board, in peacetime, needlessly establish 
national bargaining patterns in the broad wage, insurance 
and pension fields, thereby firmly enthroning that arch- 
foe of progress—inflexible, union-dominated, industry- 
wide and nation-wide patterns? ... 

“Thus the leaders of the United Steelworkers are con- 
fronted with a fait accompli of the head of the United 
Mine Workers, who by the exercise of a complete and 
uncontrolled monopoly power—a concentration of power 
heretofore unknown in American life—is able to turn on 
or turn off at will the nation’s production of coal, and 
has succeeded in wringing from the public, in terms of 
higher coal prices, a series of special benefits and pensions 
for the members of his union. . . . The immediately rele- 
vant fact is that leaders of other unions are competitively 
compelled to seek similar or better results for their mem- 
bers, regardless of what other part of the public must be 
drained to make this possible.” 

3. The recommendation that insurance and pension 
programs be installed entirely at company expense 
seems to have had delayed repercussions. The fact that 
the Board was nipping in the bud a “fourth-round” wage 
increase tended to eclipse other features of the report. 
Attention was soon focused, however, on the non-con- 
tributory feature of the insurance and pension proposals. 
The industry balks at this and Mr. Murray apparently has 
little hope of convincing management at the bargaining 
table. Hence the imminence of a strike. The New York 
Times, which had praised the report, said on September 
16: “We disagree with the dictum that it is the responsi- 
bility of industry to provide for the depreciation of the 
‘human machine’ in the sense that it does for its plant and 
machinery. That, as labor itself has long contended, is 
the responsibility of society acting through government.” 
It should be noted, however, that the Board qualified this 
recommendation with the words “in the absence of ade- 
quate government programs.” 

The most severe criticism of the insurance and pension 
proposals from outside the industry that has come to our 
notice is that of Elinore Morehouse Herrick of the New 
York Herald Tribune staff, and formerly regional direc- 
tor of the National Labor Relations Board. She wrote 
(September 16) that the social insurance and pension pro- 
gram proposed by the Board might become the basis of a 
new strike threat in the industry. Not only so, but “at 
every collective-bargaining table its impact will be felt 
and industrial conflict heightened.” Further, Mrs. Her- 
rick declares, “Three men, acting in a time of crisis, given 
by the President authority outside the scope of the present 
labor-management relations law to make recommenda- 
tions, have enunciated a far-reaching social doctrine which 
in view of the importance of the industry comes perilously 
close to setting a national policy.” She points to the plight 
of John L. Lewis and his Welfare Fund, and remarks 
tersely, “A fund which is established on a pay-as-you-go 
basis has no actuarial soundness and constitutes a cruel 
deception to workers who retire in the belief that their 
benefits will continue.” 

This issue over non-contributory funds is complicated 
because the practice in industry varies. The Union makes 
much of the fact that some steel management officials are 
provided with very large pensions. 

“Welfare Capitalism’? 

In very different vein is the characterization of the re- 

port in Life (September 26) which calls the report a 


“great event.” The ‘emphasis put on insurance and pen- 
sions, the problem of where a man stands in long-time 
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relation to his employer and to his industrial society, has 
been brought to the fore.” This is in line with a new 
trend: “since the early "30s, when there were only a few 
hundred, more than 12,000 pension or profit-sharing plans 
have been submitted to the U. S. Treasury.” These “pio- 
neering adventures in Welfare Capitalism” are viewed as 
“in the American tradition” and an antidote for the “Wel- 
fare State.” E.g., “If a person’s old-age pension is tied 
up with the prosperity of the Widget Manufacturing 
Company, it is fairly safe to assume that he will work a 
little harder for his company’s success.” Life expresses 
the hope that “the steel companies will put their best 
brains to work on both the actuarial and the efficiency 
realities involved in pension and insurance programs. We 
hope also that Philip Murray’s steel union will realize 
that patience is needed while a start is being made toward 
a great objective.” 


Note: As we go to press word comes that U. S. Steel 
has offered to accept the Board's 10-cent (6-++-4) “package” 
recommendation provided the members of the union make 
a contribution from their pay checks. 


Readers’ Comments 


Our issue of September 10, “Church, State and School 
—<A Grievous Conflict,” has called forth some comments 
which are so interesting and pertinent as to warrant shar- 
ing them with our readers. 


A nationally known leader in public education circles 
thinks the discussion “reasonably complete and entirely 
fair,” but would like to have seen reference to what many 
consider ‘‘a serious threat to the efficiency of the public 
school system itself” in the event of a great increase in the 
number and variety of parochial schools. Further, “I 
have often wondered what the long-range effects are on 
a child who attends a different school from that of most 
of those who live in the same block. I had occasion sev- 
eral times in recent years to examine some of the text- 
books used in the Catholic parochial schools. . . . I am not 
speaking in any sense as a critic of what appears in these 
textbooks. As a matter of fact, the textbooks are excel- 
lent. Nevertheless, they do stress an entirely different 
category of facts and ideas. They dwell at length on the 
contribution of Catholics to American history, and mini- 
mize proportionally the contribution of other persons. 
Perhaps Catholics would say that the public school text- 
books make the same mistake in the opposite direction.” 
The writer expresses wonder at “the growing formation 
of separate Catholic societies for all sorts of activities 
which, as far as I can see, have no relationship to religious 
opinion. There are Catholic Societies of Teachers of 
Spanish, Catholic Societies of Teachers of Business Edu- 
cation. I have even heard of a Catholic Mathematical 
Society.” 

A university professor who is an authority in public 
law and a Protestant writes: “I should certainly be op- 
posed to any control of the public schools by any church 
organization, That point is not directly involved in this 
controversy and I should think it would be wiser for us 
to adopt the policy of dealing with each situation as it 
arises without, of course, leaving out of consideration the 
background considerations. ... It seems to me that it can 
very fairly be argued that under present conditions, with 
so many children going to the parochial and other private 
schools, it would be reasonable to allow these services 
to be given to those schools.” He thinks it “particularly 


important that issues such as this should be met on their 
own merits and not on the basis of fear alone, one of the 
worst guides to public or private action.” 

A Jesuit scholar thinks that, in general, the opposing 
views were fairly stated in the article, but that it should 
have been made clearer that Catholics are asking onl 
for what is constitutionally permissible. He thinks that 
“Catholics have not discussed among themselves to any 
great extent the position we would take if public funds 
were to become available to us on a wider scale. If the 
availability of such funds were conditioned upon accept- 
ing restrictions regarding curricular arrangements, as is 
definitely the case in England and in Holland, I am in- 
clined to think that most Catholics would rather get along 
without public funds in order to preserve educational free- 
dom.” Further, as to “the arguments about anyone’s 
taxes being used to further doctrines he rejects, I think 
this is a highly individualistic argument. . . . Catholics 
could use the very same argument because they certainly 
object to much of what is taught in the public schools and 
especially in tax-supported colleges and universities. | 
realize that this is a Jeffersonian and Madisonian argu- 
ment, but I think it will not stand up on any basis except 
a completely individualistic assumption. . .. All that is re- 
quired is that the policy of the community be determined 
by democratic means and that no one’s rights are violated 
in the application of the policy.” The writer believes the 
really great and imminent danger is “a state monopoly 
of education.” 


Federal Council Speaks on Federal Aid 


The Executive Committee of the Federal Council at its 
meeting on September 20 adopted the following  state- 
ment on Federal Aid to Education: 

“The present stalemate in Congress with reference to 
federal aid to education is a matter of grave concern. 
The central principle of a national minimum of educa- 
tional opportunity for all the children in all the public 
schools of all the states is widely accepted; but the con- 
troversy over the secondary question of certain services, 
such as free transportation and health services, to children 
in non-public schools has impeded the enactment of any 
measure of federal aid. The deadlock is sustained at the 
expense of the children in the schools and their teachers. 
This ought not to be tolerated. 

“We believe that the sound and practicable way out of 
the legislative stalemate would be to treat aid to schools 
and the supplying of welfare services to children as sepa- 
rate projects. Each should be decided on its own merits. 
In accordance with previous statements of the Council, 
we urge that prompt provision be made for federal aid 
for the maintenance of public schools, with assurance that 
in its administration there be no discrimination on ac- 
count of race. We further urge that, as a separate mat- 
ter unconnected with grants for schools, open-minded 
consideration be given by Congress to the need of all chil- 
dren of school age for certain welfare services. We be- 
lieve that if federal aid is made available for such services, 
they should be administered or supervised by a public 
agency. 

“By thus drawing a clear distinction between aid to 
schools and welfare services for children, we believe that 
necessary assistance can be given to education without 
making it the object of sectarian controversy or compro- 
mising the principle of the separation of church and state 
for which the Council has always stood.” 


333 Printed in U.S.A. 


T 
of 
= 
und 
Inst 
out 
On 
by 
zati 
I 
cou 
con 
sho 
me 
an 
em 
on 
ple 
pr 
fit 
by 
pa 
wi 
lez 
pr 
Tl 
m. 
pl 
of 
ti 
kt 
pe 
ne 
ta 
pl 
e! 
el 
XUM | 


